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to  LA  STIC  CURRBNXA" 

AX  OPLN  LKTTP:R  to  the  committee  of  the  AMERICAN  BANKERS’  ASSOCIATION. 


77/^  existing'  secuvity  behind  National  Bank-Notes  should  not  be  lessened. 

Banks  should  be  allowed  to  issue  Post-Notes  under  certain  restrictions,  and  so  they 
'Will  not  circulate  as  money. 

.Sacramento,  Cal.,  March  lo,  1903. 

Gentlemen  : 

\ oil  have  been  named  recently  as  a committee  of  the  American  Bankers’  Association  to  report  upon  legis- 
lation which  shall  give  greater  elasticity  to  the  currency. 

Your  recommendations  will  be  received  with  thoughtful  attention  by  the  many  bankers  who  will  meet  at 
the  next  convention  of  your  Association,  which  is  likely  to  be  held  this  year  in  San  Francisco. 

Kindly  permit  me  to  offer  suggestions. 

First.  The  single  standard  of  gold  has  been  fixed,  after  a long  and  distressing  contest,  and  national-bank- 
notes are  kept  at  par  therewith  under  the  present  system;  some  of  the  proposed  changes  will  lessen 
the  present  condition  of  absolute  security  and  bring  the  system  into  disrepute  ; such  a loss  of 
reputation  will  cause  the  abolition  of  the  national  banks  and  the  establishing  of  a currency  composed  solely  of 
greenbacks  or  solely  of  state  issues;  neither  of  these  ev'ents  is  to  be  desired. 

Now  all  national  banks  are  compelled  to  receive  at  par,  for  any  debt  or  liability,  the  notes  issued  by  any 
other  national  bank,  and  should  be  allowed  to  count  them  as  reserve. 

1 here  is  no  danger  in  this  because  the  Secretary  of  the  Treasury  is  directed  to  redeem  all  notes  and  (if 
neoessary)  to  sell  the  collateral  bonds,  the  United  States  holding  meanwhile  a paramount  lien  upon  the  assets  of  a 
defaulting  bank  for  any  deficiency  ; prime  railroad  and  State  bonds  might  be  used  as  collateral. 

The  system  is  good  because  it  bars  out  state  issues  and  sets  a standard  for  the  federal  issue. 

Second.  While  the  circulating  notes  must  not  be  discredited,  yet  it  is  within  the  duty  of  your  committee 
to  ascertain  how  banks  can  safely  expand  their  borrowing  powers  during  the  short  time  when  crops  are  coming  into 
market  . such  methods  to  be  available  to  all  banks,  both  State  and  National,  in  all  parts  of  the  country. 

It  is  here  suggested  that  the  title  of  post-notes  may  be  given  to  time-drafts  for  $1,000  each,  or  multiples 

thereof,  non-inteiest-bearing,  maturing  within  ninety  days  after  date  and  drawn  upon  a bank  in  a reserve  city;  the 
drawee  would  incur  no  liability  before  paying. 

Such  drafts  are  now  permissible,  but  they  might  well  be  given  the  special  privilege  of  carrying  into  the 
hands  of  the  purchaser  (if  the  parties  so  agree)  collateral  from  the  assets  of  the  issuing  bank  to  an  equal  amount  : 
the  title  to  said  collateral  to  rest  wfith  the  holder  for  value  until  the  drafts  are  paid,  ivithout  regard  to  the  solvency 
oj  the  pledgor.  This  might  require  an  amendment  of  the  Federal  bankruptcy  law. 

Such  a scheme  would  result  in  the  discounting  of  these  drafts  quite  freely  between  banks  and  would  permit 
of  considerable  expansion  of  credits  without  the  assistance  of  the  banks  in  the  large  cities. 

Finally,  it  is  suggested  that  while  enough  capital  to  cover  emergency  seasons  usually  rests  in  New  York 

at  the  credit  of  the  w'estern  banks,  yet  we  do  need  facilities  for  using  first  local  funds  at  any  desirable  point  with 
Siifety  to  all  concerned. 


Respectfully, 


To  Messrs. 

H.  C.  Fahne.stoc  K,  First  Nat.  Bank,  xNew  York. 

C.  S.  Fairchild,  N.  G.  Security  Trust  Co.,  New  York. 
Myron  T.  Herrick,  Society  for  Savings.  Cleveland. 
Homer  S.  King,  Wells,  Fargo  Bank,  San  Francisco. 

C.  B.  Kountze,  Colorado  Nat.  Bank,  Denver. 

J.  J.  Mitchell,  111.  Trust  and  Sav.  Bank,  Chicago. 

Geo.  Q.  Whitney,  Whitney  Nat.  Bank,  New  Orleans. 


FRANK  MILLER. 
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